Abstract: This paper aims to investigate the three-stage theory of international expansion in the long run from the perspective of firm behavior. Although this topic has been mostly explored using data from developed countries, this paper aims to fill the research gap in an emerging market by using an extensive unbalanced panel data of 12,704 unlisted Vietnam manufacturing enterprises from the General Statistics Office during 2007 to 2012. The findings illustrated a significant S-shaped relationship between internationalization and performance. Notably, the results depict significantly moderating effects of both high-discretion slacks and low-discretion slacks on the internationalization-performance relationship across three stages of global expansion as an enterprise enhances this relationship in the first and third stage although this worsens it in the middle stage. The empirical results suggest that firms should determine the optimum level of internationalization and slacks in addition to balancing their costs with their real gains.
Introduction
The world has witnessed a spectacular change in which firms from developing countries have played an essential role in the global market (Chittoor 2009 ). In order to obtain access to new markets and maintain long-term profitability, firms have been motivated to implement a global expansion strategy. However, local firms are also confronted with the costs of the internationalization process, such as barriers to entry, high transaction cost, market volatility, and cultural diversity (Marano et al. 2016; Tsai 2014) . Besides, small and medium enterprises, in comparison with larger firms, experience several disadvantages in terms of strategic resources and internal capabilities to ensure success in the internationalization process. In the research field, the findings on whether the increasing internationalization intensity will improve firm performance are very controversial and even raise more questions than answers. The differences among the empirical results of studies on the internationalization-performance relationship have been illustrated in several meta-analyses, which have found positive and negative linear relationships as well as combinations of linear relationships, such as U-shaped, inverted U-shaped, and S-shaped (Cardinal et al. 2011; Marano et al. 2016) .
As an internalization strategy requires funds to launch and sustain implementation, the concept of organizational slacks has been created, which refers to the availability of financial resources used for implementing internal and external changes (Bourgeois 1981) . Once the firms possess a high level of organizational slacks, they are more willing to invest in new chances, handle uncertainties, and sustain their competitiveness (Lin and Liu 2012; Lin et al. 2011; Tan 2003; Joensuu-Salo et al. 2018) . However, Tan (2003) also considers slack as "inefficiency" as it has high opportunity costs and forces a company to break its formal discipline to pursue high-variance profits.
In addition, the issue is mostly supported by data from the developed world rather than emerging economies (Chittoor 2009 ). In recent years, the Vietnamese government has consistently updated policy and amended laws with respect to international practices to create more favorable conditions for newly Vietnamese internationalized firms (IFs) to go global and attract inward foreign capital. Besides, Vietnamese enterprises are also constantly changing their business strategies and practices to be in line with their international integration in a global competitive environment. However, there are still only a limited number of studies that have focused on the internationalization performance of Vietnamese enterprises. Therefore, from the perspective of firm behavior, this study aims to explore the global expansion-performance relationship and how the availability of organizational slacks influences this relationship in the context of an emerging economy, such as in Vietnam.
The paper is continued by investigating the relevant literature on the relationship between internationalization and firm performance, the importance of slack resources, and empirical evidences for these relationships. Then, we discuss the methodology such as data, model estimation, and variable measures employed to address the research questions. We next report the empirical results for model estimation. Finally, the paper ends with the conclusion, overall discussions, recommendations, and limitations.
Literature Review

Theoretical Review
Concept of Internationalization
Internationalization is defined as a multistage process in which the firms make the incremental efforts to strengthen their market involvement and gradually obtain commitments from foreign consumers (Johanson and Vahlne 1977) . There are two incremental channels for the internationalization process of the firms (Contractor et al. 2003; Johanson and Vahlne 1977; Westhead et al. 2001 ). The first channel involves internationalization enabling the products and services of the firms to penetrate foreign markets by starting to export to an individual foreign country or establish export channels. The second channel involves new internationalized firms (Ifs) that are beginning to expand their operations abroad, such as developing sale subsidiaries and outsourcing their production to the favorable locations in the host countries (Westhead et al. 2001) . However, export activities are the main focus of most IFs from developing countries to address the problem of an insufficient domestic market because they offer the best option to develop the market nature and size with the smallest associated cost (Contractor et al. 2003; Hutchinson et al. 2007) .
Regardless of which internationalization strategies that the firms choose to implement, it is widely accepted that they always start with developing the market knowledge and exploration (Contractor et al. 2003) . After this, the firms will make decisions about whether they should export or not. It is undeniable that an increase in market knowledge will not only stimulate or discourage firms' decisions to internationalize but also is the key in determining the success of almost all IFs once they decide to participate in the global market (Chen and Hsu 2010) . Indeed, the internationalization process is often implemented incrementally along with the increasing market knowledge. By learning the characteristics, tastes, and cultures as well as attaining useful information about the aimed foreign markets, the firm can enable their products and services to meet a wide range of standardized requirements and accumulate international experiences for further expansions (Oeconomica 2014 ).
The Degree of Internationalization and Firm Performance
The question of whether the higher degree of internationalization will lead to a higher level of firm performance is still a very controversial issue. This research field has even generated more questions than answers after many decades of studies (Glaum and Oesterle 2007) . Notably, determining the mechanisms behind how the IFs gradually get involved in the global market is very attractive for the international business community. The previous empirical studies have created a fundamental springboard for further studies with many established theoretical frameworks. There are people on both sides who have arguments either for or against the impact of internationalization.
Internationalization is considered to be an auspicious driver for expanding the growth of firms and enhancing their competitive advantage (Hutchinson et al. 2007 ). Moreover, firms are more likely to internationalize under the circumstances of an insufficient domestic market. The global integration process can help them to expand their market size without the need for costly expenditures. It also results in many advantages, such as economies of scale, the applicable practice of price discrimination strategy, and access to cheaper resources (Contractor et al. 2003; Lin et al. 2009 Lin et al. , 2011 . On the other hand, many people argue that internationalization triggers negative impacts on firm performance. There are many disadvantages that the IFs must face once becoming global, such as fierce competition, high transaction costs, market volatility, and cultural diversity (Eriksson et al. 2014 ). Up to this point, it is argued that the market size of IFs may double, triple, or even grow exponentially. However, the increasing number of worldwide competitors as well as an extensive range of adjusted standards and restrictions may trigger a real burden rather than a good chance for IFs in the short-term (Bobillo et al. 2010) .
Providing a more comprehensive view, Contractor et al. (2003) fully described the internationalization process with a new three-stage theory of internationalization, including three separating stages with different impacts on performance.
The first stage occurs when the new internationalized firm starts to experience the familiar foreign markets by exploring their specific characteristics, such as cultures, languages, habits, tastes, etc., before exporting their products and services to those markets. It is undeniable that during this stage, the firms are confronted with many legal and market barriers as well as payments for learning costs to obtain entry and market information (Eriksson et al. 2014; Johanson and Vahlne 1977) . These costs are known as "the liability of foreignness" (Contractor et al. 2003) . Moreover, it seems to be very risky for firms due to the high level of uncertainties and insufficient economies of scale at this initial stage (Westhead et al. 2001 ). However, Johanson and Vahlne (1977) emphasized that firms are willing to spend their budget in this stage to acquire market knowledge and international experience in order to integrate and successfully increase foreign commitments. Therefore, at the early stage, internationalization may negatively affect firm performance. Nevertheless, this effect may vary among firms depending on financial capacity, human capital, management know-how, and the flexibility of each enterprise when joining in the global market (Chen et al. 2016; Chiao et al. 2006; Dutta et al. 2016) .
In the second stage or the mid-stage, it is believed that IFs will obtain initial gains from the internationalization process. Once the IFs successfully move to the second stage, they gradually absorb the increasing gains from global expansion. The learning cost is now offset by greater revenues. At the mid-stage, they now obtain adequate market knowledge and know how to implement their exporting strategies more efficiently. Up to this point, most of the firms reach the economies of scale and can apply a price discrimination strategy to different markets (Hutchinson et al. 2007) . After initial success, the firms will be more ambitious to move to further steps of internationalization process. Commonly, they expand their operation abroad at an accelerated rate because they now have access to cheaper local resources such as material inputs and labor (Chittoor 2009; Singla and George 2013; Zhou 2018) . It is obvious that internationalization offers a good chance to seek new potential markets and expand growth. Thus, in stage 2, internationalization is believed to lead to higher firm performance.
In the third stage or "beyond an optimal threshold" stage, it is supposed that not all expansion at this stage is beneficial because the firms may lose their control over a too-broad system over many countries and regions. This may impose a cost burden on firms rather than providing a new opportunity (Hutchinson et al. 2007; Lu and Beamish 2006) . Once the firms reach the optimal level of internationalization process, any more international expansion appears to not be efficient in terms of opportunity cost. It is undeniable that the firms in the previous stages aimed to expand to the profitably familiar markets with the convenient conditions of geographical distance, customers' tastes and resources (García-García et al. 2017) . Dutta et al. (2016) believe that the more the markets diversifies, the more international involvement the firms can achieve while Assaf et al. (2012) argues that the governance and transaction costs become too high along with the market diversification. Moreover, the firms are forced to pay for timely information as a good way to sustain their competition in different foreign markets. In addition, the operation in many countries with diversified cultures is a costly and complex process. Therefore, in stage 3, the firm performance is assumed to be diminished when international expansion goes beyond the optimal level.
Based on the mentioned theories, a domestic firm can decide to internalize because this process may bring them many significant advantages and especially help them to overcome the insufficient local market. Being global is the best way to sustain the growth of a firm and enhance performance at lower costs in the long run. However, these benefits may be overwhelmed by a wide range of barriers and costs, such as learning costs, transaction, and governance costs, as the internationalization degree becomes higher and higher. Thus, the first hypothesis is provided below.
Hypothesis 1.
Internationalization has an S-shaped relationship with Vietnam manufacturing firms' performance.
An S-shaped relationship means that the performance decreases in the early stage, increases until the optimal point, and declines in the later stage under the incremental degree of internationalization process.
Organizational Slacks
The slack resource is defined as a strategic tool that is used to deal with the firms' uncertainties (Bourgeois 1981) . Besides, the antecedents of organizational slacks have highlighted that the slacks originate from the surplus of financial resources out of the needed amount of resources to produce a given output (Bourgeois 2016) . Bourgeois (1981) also emphasized that actual or potential resources are considered as slacks when they are intended to relieve internal and external pressures during the firm's operations. This concept is very operational because it not only indicates the objective of slack expenditures but also illustrates how they are allocated among the organization resources. Specifically, slacks can be used to adapt to sudden change in the internal or external environment, such as meeting urgent situations or investing in new opportunities and challenges, including expanding to a new market. Bourgeois (1981) discussed the four key roles of slacks thoughtfully as the best way to explain why he considered organizational slacks to be a miracle for successfully initiating and contributing to the internationalization process and firm performance. The slacks are firstly considered as a buffer to experiment the potential alternatives and effectively motivate the labor force within the organization, such as providing income and bonuses to retain and encourage the organizational actors' contributions (Lin et al. 2011) . Secondly, the slacks serve is considered to be an effective tool for dealing with a firm's contradictions. For instance, the sufficient slacks help organizations to facilitate the making-decision process by offering more choices to reach the common goal. Thirdly, Bourgeois (1981) also mentioned that the firms with abundant slacks have more capacity and incentives to conduct Research and Development (R&D) activities in addition to investing in the updated techniques and technology towards sustaining a competitive advantage. Finally, from the perspective of external changes, organizational slacks act as the facilitators to turn strategic plans into reality (Brida et al. 2016; Yoon et al. 2018) .
It is unquestionable that this surplus amount allows firms to implement the external strategic changes, such as launching new products, starting new ventures, entering new markets, and providing funds for innovations. Based on their flexibility for use and where they come from, organizational slacks are divided into two types, which are namely the high-discretion slack and low-discretion slack (Daniel et al. 2004) .
The high-discretion slack represents the financial resources, which are quite liquid, such as cash and receivables; a higher level of high-discretion slack means that a firm can provide a greater level of flexibility to cash flow with rapid liquidity. It is worth noting that the higher level of high-discretion slack will provide available resources to enable top managers to internalize. Besides, it provides a good fund to deal with uncertainties and obtain market knowledge during the internationalization process. Therefore, we have created the second hypothesis as below.
Hypothesis 2. Higher level of high discretion slack enhances the relationship between internationalization and performance.
A low-discretion slack implies more nonliquid resources, such as debt and unused fixed assets. A higher level of low-discretion slack means that the firm has more potential slacks and greater borrowing power to have access to funds from the financial market. Similar to high-discretion slacks, a higher level of low-discretion slacks is also a good signal for firms to internalize. Hence, the third hypothesis is described as below.
Hypothesis 3. Higher level of low discretion slack enhances the relationship between internationalization and performance.
Empirical Review
The studies on global expansion have used various methodologies, variables, measurements, and have found the controversial results. Furthermore, they mainly focus on the common questions whether internationalization stimulates or discourages the performances of IFs. However, this appears to raise even more questions because these studies did not take account into the existence of moderating effects which can have both direct and indirect influences on DOI and firm performance.
Recently, several studies have used various moderating factors as an effective tool to fully investigate this relationship from different perspectives. For instance, they have investigated internal and external competitive advantages (Bobillo et al. 2010) , organizational slacks, and attainment discrepancy from the perspective of firm behavior (Lin et al. 2011) . Bobillo et al. (2010) found an S-shaped relationship between the international diversification and firm performance under the moderating effects of internal and external capabilities. The Worldscope database provides more than 1500 manufacturing firms' financial statements from 1991 to 2001 in five various EU countries to form a panel data of more than 15,000 observations. DOI (measured as the ratio of foreign sale to total sale) and other control variables, such as size (measured by the taking the logarithm of total employees), and ownership (measured by insiders' shareholdings) were added in the regression model. Moreover, the study attempted to capture the effects of internationalization on performance across three different stages using the following quadratic and cubic regression models.
In their conclusion, Bobillo et al. (2010) found that firm performance varies in different directions as the internationalization degree moves upward. The initially negative impact on performance may be caused by higher transaction costs, greater burden from more complicated governance structure, as well as the urgent demand to adopt market knowledge and technology. However, the downward or upward trends of performance toward DOI also depend on internal and external factors at both the firm level and country level. In the implications, they believed that the firm could only succeed in their internationalization strategy once they are able to take advantage of their capabilities, which are in favor of the country's institutional factors, such as the financial system and labor market. Pangarkar (2008) measured the effects of degree of internationalization on the performance of listed SMEs in Singapore in 2004 using the OLS method. He used the lagged value of the internationalization degree in 2013 as a predictor to explain the firm performance that was determined in 2004. The degree of internationalization is primarily determined by the sale expansion over the foreign market, which is measured as the ratio of the foreign sale to total sale. The sample included 94 completed questionnaires that followed the Likert scale and was obtained in the mid-2005. The control variables, such as firm size, capabilities, and host market attractiveness, are added to the regression equation as follows
Finally, he found a positive linear relationship between DOI and firm performance. The study also discovered that Singapore firms have more incentives to get involved in international markets due to insufficient local markets. However, the problem is how they can cooperate with each other to conquer their common barriers and develop their capabilities (Pangarkar 2008) .
From the perspective of firm behavior, Lin et al. (2011) conducted the fixed effect analysis on the sample of 179 high-tech listed firms in Taiwan for the period of 2000 to 2005. They primarily focused on the moderating effects of organizational slacks and attainment discrepancy. Furthermore, they added firm size, firm age, insider shareholding, diversifications, and R&D intensity as the control variables.
Firm performance = β 0 + β 1 Internationalization + β 2 firm_size + β 3 firm_age + β 4 Insider_Shareholding + β 5 Diversification + β 6 R&D_ratio + β 7 High_discretion_slack + β 8 Low_discretion_slack + β 9 Attainment_discrepancy + β 10 High_discretion_slack × Internationalization +
Furthermore, they found that internationalization negatively affects the firm performance while a significant S-shaped relationship was not found. More importantly, the effect of internationalization on performance is enhanced for the firms with a higher level of both types of organizational slacks.
Positioning slacks as a strategic resource for internationalization process, Tan (2003) conducted the empirical studies on the longitudinal data set of more than 17,000 large and medium state-owned enterprises in China from 1995 to 1996 to investigate the contribution of slacks on IF's performance. In order to test the causal relationship between slack and internationalization performance, he applied the lagged model in which lagged ROA is used as predictor. By reviewing many previous researches on how to classify the types of slacks depending on the research purposes, capital depreciation funds and retained earnings were selected to reflex two major sources of slacks among Chinese internationalizing firms. The performance was measured by ROA, which is also the performance proxy in the study of Lin et al. (2011) . Besides, firm size and firm age were also added as control variables. Finally, he found that firm performance is improved by higher level slacks. In order to explain for this, he discussed that once IFs possess abundant slacks, they are more willing to invest on higher-risk markets which are expected to bring higher returns. Moreover, by higher level of slack resources, they also have more capability to manage the risks and maintain their competitiveness in the long-run survival.
To further complicate the issue, Daniel et al. (2004) conducted the meta-analysis on 80 samples from 66 studies from 1991 to 2000. From these previous empirical studies, slacks were differently classified, but the most common classification of slacks includes available, recoverable, and potential slacks. In addition, there are many controversies on whether we should consider slacks as a resource-a positive impact on performance or inefficiency of resource allocation and a negative impact on performance (Glaum and Oesterle 2007) . The recent finding is that different types of slacks have various impacts on performance. By calculating the mean correlation and variance of the combined studies, Daniel et al. (2004) used them for testing the relationship between slack and internationalization performance. In their findings, Daniel et al. (2004) emphasized the contribution of organizational slacks on firm performance by dealing with both internal and external obstacles. Lin et al. (2011) attempted to discover the moderating role of organizational slacks on a firm's internationalization performance. Under the perspective of firm behavior, the research defined slack resources based on the flexibility for use and used the financial indicators to estimate. The proxies for these two types of slacks-high-discretion slack and low-discretion slack are calculated as current assets to current liabilities ratio and equity to debt ratio, respectively. This work appeared to be the extended work of their study in 2009 when they had already researched how organizational slacks affect the degree of internationalization for the same sample and the same defined types of organizational slacks. Using the general linear squares (GLS) random-effect model, Lin et al. (2009) found a U-shaped relationship between high-discretion slack and DOI while low-discretion slacks play as a facilitator for firms to internalize all of the time. However, Lin et al. (2011) not only considered organizational slacks as their direct contributions to firm performance or DOI, but also their moderating effect on enhancing the relationship between internationalization degree and firm performance. Also, a wide range of control variables were added to the model such as firm size, firm age, insider shareholding, degree of diversification, and R&D intensity.
The finding reinforced for the theory of Bourgeois (1981) that the abundant resources of slacks in both kinds of high-discretion and low-discretion will encourage the top management to launch new chances, specifically to enter new foreign markets. Moreover, the organizational slack is also one of important sources of the performance improvement due to its capability to support the firm overcome the bad times as well as the uncertainties during international expansion process.
Methodology
Data
The study uses the panel data of 12,704 Vietnamese manufacturing enterprises surveyed by the General Statistics Office from 2007 to 2012. This survey has been conducted each year to collect the data from all existing firms and agencies. After filtering all missing information and outliers, we formed an unbalanced panel data of 58,332 observations used for data analysis. The observations of unlisted firms provide adequate cross-sectional data from various industries, including food processing, textiles & garments, stationery, construction materials, high-tech, water, and electricity supply. The investigated enterprise data in 2011 and 2012 recorded each indicator twice per year; once at the beginning of the year (1/1) and another at the end of the year (31/12). In this case, the study used the last indicators (31/12) for estimations. Moreover, the data for export volume was not available during the period of 2007 to 2010, so it is relatively estimated by dividing the export-tax expenses for export tax.
Moreover, the study only uses the data of the Vietnam manufacturing firms as the initial research objective. Thus, the 100% foreign-invested companies and cooperatives (lhdn = 12 and lhdn = 6, respectively) were excluded from the testing model. In addition, in order to obtain the sample from the whole population, the appropriate Vietnamese manufacturing firms were filtered carefully. The manufacturing firms with the "nganh_kd" or 2-digit industry code from 10* to 33* are kept for the testing model. Then, the filtered data is removed for detected duplicates based on id (madn + macs + nganh_kd + year) and year basis. The outliers are also eliminated to improve the reliability of the coefficients. The panel data is initially balanced in term of id and years. However, after removing duplicates and eliminating outliers, the processed data becomes unbalanced in term of year.
Model Estimation
The sample was drawn from the population of more than 300,000 Vietnamese firms each year. Then, the repeated manufacturing firms were filtered and appended to form a panel data for a six-year period from 2007 to 2012. Stoker et al. (2005) described that panel data contains the cross-sectional indicators of the same individual or entity, such as country, region, firm, consumer, etc., which are observed repeatedly over time. The panel data may be balanced-each repeated individual or entity has the same periods of time-or unbalanced, each repeated individual or entity has different periods of time.
In their analysis Greene (2003) pointed out several reasons to explain why the panel data (longitudinal data) is popularly chosen for the testing model and suggested several methods of panel model estimation. Firstly, the panel data allows the researchers to observe the firms' behaviors and trends across years. Secondly, by combining the time-series with cross-sectional observations, panel data contains more useful information and more variability to eliminate the collinearity between variables; at the same time generates many degrees of freedom and enhances the reliability of estimation. Thirdly, by studying the repeated cross-sectional firm observations, the panel data is more appropriate to see how firms' cross-sectional indicators vary year by year. Finally, panel data can discover and measure effectively the unobserved impacts that cross-sectional or time-series data cannot.
In order to test the three main hypotheses, the study conducted the two most popular models for testing panel data including fixed effect model and random effect model. In addition, the quadratic and cubic forms of DOI are added to capture the curvilinear effect of DOI on performance across three different phases as the first hypothesis (Lin and Liu 2012; Lin et al. 2009 Lin et al. , 2011 . Since there is the indication and strong evidences of a curvilinear relationship between DOI and performance from both the theory (Contractor et al. 2003) and the previous empirical studies (Bobillo et al. 2010; Contractor et al. 2007; Lin et al. 2011; Tsai 2014) , it is assumed that a linear relationship between internationalization and firm performance cannot fully explained in the case of Vietnam's IFs. Furthermore, the study aims to test the S-shaped theory of (Contractor et al. 2003) . Therefore, it is quite reasonable to include both the quadratic and cubic form of DOI to satisfy those concerns.
Equations for linear and curvilinear relationships:
Furthermore, the study primarily focuses on investigating the moderating effect of high-discretion slack and low discretion slack on the relationship between internationalization and performance. In other words, a third variable (Z) representing firm-specific advantages, such as slacks, is considered as a moderating variable as it simultaneously has relevant relationships with both the dependent variable (firm performance) and an explanatory variable (internationalization) (Chiao et al. 2006 ). More important, as Z can affect the effect of X on Y, an improving or discouraging effect of X on Y is dependent on the level of Z.
In this way, the most two common models estimating panel data are considered (Lin et al. 2011 ). Fixed effect model assumes that there are the possible correlations between time-invariant differences across entities and the explanatory variables. According to Greene (2003) and Stoker et al. (2005) , fixed effect model (FEM) can control and separate the effects of these differences from the predictors to help us estimate the net effects on the explanatory variables on dependent variable. However, FEM also reveals the limitation as it cannot measure time-invariant factors, such as gender, race, etc., as it absorbs the dummies variables on the intercept. Another limitation is that there are many variables generated in the model which may lead to lower degree of freedom and higher possibility of multicollinearity in the model. On the other hand, the random effect model assumes random variations across entities and that there is no correlation between these variations and the explanatory variables. The random effect model, in contrast to the FEM, can measure the influence of unchanged-over-time variables; however, it fails to control the bias of omitted variables. Since we have detected there is the existence of omitted variables, so the fixed effect model is the best choice to control for this bias.
Nevertheless, the Hausman test is also reported to ensure whether the fixed effect model or random effect model is more appropriate. The Hausman test raises the null hypothesis that the estimations of the fixed effect model and random effect model are indifferent. Because p-value is less than 0.05, the null hypothesis is rejected and a FEM is recommended for testing the Vietnamese enterprise panel data from 2007 to 2012. Besides, the OLS model is also tested and followed by a series tests VIF test for multicollinearity, Ramsey RESET test for omitted variables, White's test for heteroskedasticity, and Wooldridge test for autocorrelation. Then, any problem found is corrected immediately to improve the reliability of the regression coefficients.
Regression Equation
The study applies the fixed effect model to analyze the data set according to the suggestions of the Hausman test. Series tests of omitted variables, multicollinearity and heteroskedasticity are also applied to eliminate bias estimations.
ROA it = β0 + β1INT it + β2INT it 2 + β2INT it 3 + β4HS it + β5LS it + β6INT it × HS it + β7INT it × LS it + β8INT it 2 × HS it + β9INT it 2 × LS it + β10INT it 3 × HS it + β11INT it 3 × LS it + β12firm_size it + β13private t + β14share t + β15industry_risk t + ε it + µ i (4)
Variable Measures
Dependent Variables
The firm performance is measured by return on assets (ROA), which is a very popular proxy for performance in many empirical studies (Lin et al. 2011) . Although it is a single measure, Chen et al. (2016) emphasized that ROA is a very appropriate indicator to show the efficiency of the internationalization strategy and contributes to the economies of scope and scale.
Independent Variables
Internationalization (INT) is measured by the ratio of foreign sales to total sales in many previous empirical studies (Bobillo et al. 2010; Tsai 2014) . Besides, the quadratic and cubic form of internationalization [INT 2 and INT 3 ] are calculated to absorb the degree of internationalization in the second and third stage when the internationalization process incrementally expands in terms of scale and revenues (Marano et al. 2016 ).
Moderating Variables
Lin et al. (2011) measured the high-discretion slack (HS) as the ratio of current assets to current liabilities and low-discretion slacks (LS) as the equity to debt ratio. This study adopts these proxies to estimate the moderating effects. They are available in the dataset and also reflect the idle firm resources, which are different from the necessary operation resources (Lin and Liu 2012) .
Control Variables
Firm size is considered to be a common indicator, which is significantly associated with firm performance. The logarithm of sales is widely used as the measure for firm size because it reflects the level of the firm's inputs and capability (Chen et al. 2016; Tsai 2014) . Lin et al. (2011) found a significant impact of ownership identity on firm performance. Thus, three common ownership identities of joint stock (share), private, and state enterprises will serve as the control dummy variables added to the model. Moreover, the industrial risk is added and measured by the residual revenue of firms (Marano et al. 2016 ). Table 1 illustrates the descriptive statistic numbers of the variables, such as the mean, standard deviation, and the correlation between variables. Table 1 also shows the significant correlations between all variables. Specifically, the degree of internationalization at three levels (DOI, DOI2, and DOI3) was found to be negatively correlated with firm performance at −0.0514, −0.0534, and −0.0519, respectively. Besides, the high-discretion slack was found to be negatively correlated with firm performance (β = −0.1575) at a level of confidence of 95%, while low discretion slack was positively correlated with performance at p-value < 0.1. The largest positive correlation coefficients obviously belong to the two pairs of DOI & DOI_highslack and DOI & DOI_lowslack as their moderating components multiplied each other. Specifically, the findings proved no multicollinearity between the predictors, except for the accepted collinearity between DOI, DOI2, and DOI3, since all of the correlation coefficients between variables are less than 0.8. Table 2 indicates the regression results using the fixed-effect model. By using the "robust" option, the heteroscedasticity is constrained. The results have illustrated that there is a significant S-shaped linkage between the internationalization and firm performance as the performance will initially decrease (β1 = −0.408, p < 0.01), increase considerably (β2 = 0.724, p < 0.01), and reduce again (β3 = −0.442, p < 0.01) with a higher level of internationalization. Interestingly, the moderating effects of high and low discretion slack on the internationalization-performance relationship are significantly positive, except for during the middle stage due to the control effects of firm size, product diversity, industrial risk, and ownership identity. It is worth noting that the estimate of firm size confirmed the findings of many previous studies as the firm scale is the main determinant factor of firm performance in the international market. Besides, share ownership has a statistically positive relationship with firm performance. Meanwhile, the other two ownership types (private and state) have no impact on firm performance. Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01. Figure 1 illustrates the prediction results of the regression model. It has revealed that the performance has an S-shaped relationship with the internationalization process of Vietnamese enterprises from 2007 to 2012. At the first stage, when the degree of global expansion is less than 22 percent, firm performance sharply decreases. The second stage is between 22 percent and 70 percent when the performance witnesses a significant rise. The third stage occurs when the degree of internationalization exceeds 70 percent, firm performance is again in a downward trend. Similar to previous studies, this result confirms the three-stage theory (S-shaped) of Contractor et al. (2003) and is consistent with the findings of Lin et al. (2011) . This outcome sheds new light on an international strategy of manufacturing firms in Vietnam. This implies that managers should know how to overcome the challenges and explore more opportunities for each stage. internationalization exceeds 70 percent, firm performance is again in a downward trend. Similar to previous studies, this result confirms the three-stage theory (S-shaped) of Contractor et al. (2003) and is consistent with the findings of Lin et al. (2011) . This outcome sheds new light on an international strategy of manufacturing firms in Vietnam. This implies that managers should know how to overcome the challenges and explore more opportunities for each stage. 
Empirical Results
Conclusions and Discussions
Main Findings and Discussions
The finding of an S-shaped relationship between the internationalization and performance is consistent with the three-stage theory of (Contractor et al. 2003) . During the first stage, it is undeniable that the firms must not only be confronted by many legal and market barriers but also compensate for learning costs to obtain the entry and market information. During the second stage, it is believed that IFs achieve initial gains from the internationalization process. The greater revenues now offset the learning cost. During the third stage, not all expansion is currently beneficial since the firms could lose their control over a too-broad system over many countries and regions. It may impose a cost burden on firms instead of providing a new opportunity.
Another finding is the importance of organizational slacks in moderating the relationship between the internationalization and firm performance during the first and third stage of internationalization process. Both the high discretion slack and low discretion slack are the strategic tool to relieve the internal pressures and facilitate the implementation of the external challenges and opportunities during these two stages (Lin et al. 2011) . However, during the second stage, the presence of slack causes internationalization. Although slacks can play an essential role in buffering the internationalization, its success can be ruined by risky investments and high opportunity costs. Moreover, some new ventures or innovative projects using slacks may only pay off in the unpredictable long run independently of the current financial situation (Tan 2003) . Therefore, the IFs 
Conclusions and Discussions
Main Findings and Discussions
Another finding is the importance of organizational slacks in moderating the relationship between the internationalization and firm performance during the first and third stage of internationalization process. Both the high discretion slack and low discretion slack are the strategic tool to relieve the internal pressures and facilitate the implementation of the external challenges and opportunities during these two stages (Lin et al. 2011) . However, during the second stage, the presence of slack causes internationalization. Although slacks can play an essential role in buffering the internationalization, its success can be ruined by risky investments and high opportunity costs. Moreover, some new ventures or innovative projects using slacks may only pay off in the unpredictable long run independently of the current financial situation (Tan 2003) . Therefore, the IFs should allocate their slack resources thoughtfully and efficiently to eliminate the risks of this uncommitted resource.
Recommendations
The empirical results suggest two recommendations regarding a managerial perspective. The first recommendation is determining the appropriate level of internationalization for the firm. The assumption of "the more international integration, the more benefits" is no longer valid in the case of Vietnamese manufacturing firms. Once the firm decides to go global, they should invest in planning a thoughtful internationalization strategy regarding which markets that they plan to expand into along with the development of their market knowledge. In this way, the firms should consider starting their new ventures in the similar foreign markets. For example, Vietnamese IFs should initially exploit the familiar markets, such as ASEAN and Asian countries with similar incomes and tastes, rather than expending huge effort to enter high-income markets that are too different, such as those of the European Union or the United States.
The firms must be patient until their capabilities are strong enough to expand to the high-risk markets. After that, the firm should also consider which level of expansion is optimal for sustaining the benefits of internationalization and orienting the whole company to follow the right vision. Secondly, as organizational slacks play a very important role in buffering the success of the internationalization process within an organization, the IFs should absorb the benefits of this strategic tool by allocating their slack resources effectively and efficiently. In this way, the slacks should be spent to facilitate and deal with the uncertainties during the internationalization process, such as adoption fees of information, market knowledge, and higher transaction and governance costs. Specifically, the firm can directly manage their high discretion slack by a healthy practice of current assets and current liabilities. For low-discretion slack, due to its nature of inflexibility, the manager should distribute this kind of organizational resource for very selective uses, for example, skilled labor retainment, technology investment, and capacity building.
Limitations
The limited access to sufficient secondary data has imposed several limitations on sampling and estimations. First, the sample failed to estimate the effects of the interesting control variables added, such as the ICT use, learning capacity, and R&D intensity, due to insufficient observations. It is obvious that these control variables were found to have significant impact on performance as determined in previous empirical studies and can also contribute to the control problem of omitted variables. Secondly, the use of the single index to measure the degree of internationalization may not be adequate in absorbing the specific attributes of internationalization. The most common composite index of internationalization includes three dimensions: (1) internationalization performance (calculated as the ratio of foreign sale to total sale), (2) internationalization structure (calculated as the ratio of foreign assets to total assets), and (3) internationalization geographic dispersion (measured as the number of countries that the firm has subsidiaries).
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